
IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF VIRGINIA

(Alexandria Division)

VERISIGN, INC.,

Plaintiff,

v.

XYZ.COM, LLC

-and-

DANIEL NEGARI,

Defendants.

Case No. 1:14-cv-01749-CMH-
MSN

PLAINTIFF’S REPLY IN SUPPORT OF MOTION
TO COMPEL PRODUCTION OF XYZ FINANCIAL STATEMENTS
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I. LEGAL AUTHORITY ENTITLES VERISIGN TO XYZ’S FINANCIAL
STATEMENTS

Although Defendants signal a tone of cooperation in their opposition by suggesting that

they will produce some of the requested documents, their ultimate argument is that “Verisign is

not entitled to receive” the financial documents (ECF 154 at 5). See also Weigand Decl. Ex. I.

This is not the law. Where the documents are relevant to an issue (the falsity of

Defendants’ statements that they were paid for domain names) and damages (such as

disgorgement under Section 1117 of the Lanham Act), the entirety of the requested financial

statements are at the center of relevancy and within the scope of discovery. See Beach Mart, Inc.

v. L & L Wings, Inc., No. 2:11-CV-44-F, 2012 WL 4925724, at *2 (E.D.N.C. Oct. 16, 2012)

(granting a motion to compel all native QuickBooks cost and accounting information in a

Lanham Act case); Bob Barker Co. v. Ferguson Safety Products, Inc., No. C 04 04813 JW (RS),

2006 WL 648674, at *3 (N.D. Cal. Mar. 9, 2006) (granting motion to compel in a Lanham Act

false advertising case and holding “BBC’s claim for disgorgement of profits entitles it to inquire

into what profits were in fact made, and to the production of sufficient back up documentation

to allow it to test any figures listed on tax returns, profit and loss statements, or the like.”); Taser

Int’l, Inc. v. Stinger Sys., Inc., No. 2:09-CV-00289-KJD-PA, 2010 WL 5070929, at *4 (D. Nev.

Dec. 6, 2010) (granting a plaintiff’s motion to compel the production of financial records in a

false advertising case that included allegations of a stock “pump and dump” and holding “in

order to determine Defendants’ compensatory damages under section 1117—that is, the profits

that Defendants have allegedly obtained in violation of the Lanham Act—Plaintiff is entitled to

obtain information regarding the Defendants’ financial condition, incomes, expenses, and

deductions. Plaintiff has a compelling need for Defendants’ tax returns; documents reflecting

Defendants’ acquisition and disposal of stock . . .”). Such discovery is even more pertinent and
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appropriate where,

Defendants’ position that they can unilaterally select snippets of their financial record is a

transparent attempt to deprive Verisign’s experts of being able to evaluate the financial records

in context. In Beach Mart, for example, the counter-defendant objected to producing the native

Quickbook data as it contained financial information regarding non-infringing stores and thus

contained arguably “irrelevant” information. In granting the motion to compel, the court held

that it was “satisfied, however, not only that this information is potentially relevant, but that any

proprietary or confidential information contained therein would be adequately protected from

disclosure by the Protective Order.” Beach Mart, 2012 WL 4925724, at *3. See also SMD

Software, Inc. v. EMove, Inc., No. 5:08–CV–403–FL, 2010 WL 2232261, at *3 (E.D.N.C. June

2, 2010) (emphasis added) (allowing motion to compel production of documents demonstrating

all of defendant’s profits, even as to companies not directly competing with plaintiff and holding

that “financial documents sought, other than the tax returns, are discoverable. These documents

are manifestly relevant to plaintiffs’ claims. Plaintiffs are entitled to the actual financial

statements used by EMove, not summaries of that information.”).

II. DEFENDANTS MISCHARACTERIZE VERISIGN’S EXPERT’S TESTIMONY
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III. VERISIGN’S ACCOUNTING EXPERT NEEDS THE WHOLE UNIVERSE OF
FINANCIAL INFORMATION SOUGHT BY VERISIGN IN ANY EVENT

Defendants’ motion completely omits that

IV. LAST WEEK’S DEPOSITIONS UNDERSCORE VERISIGN’S NEED FOR THE
FINANCIAL DOCUMENTS
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V. DEFENDANTS’ PARTIAL REDACTIONS ARE IMPROPER

This is improper. In David v.

Alphin, another court in the Fourth Circuit held that:

[T]he court is troubled by the wholesale unilateral reduction of
redaction of documents. As recently noted by another district
court, [r]edaction is, after all, an alteration of potential evidence.
The Federal Rules sanction only very limited redaction, see Fed. R.
Civ. P. 5.2. Outside of these limited circumstances, a party should
not take it upon him, her or itself to decide unilaterally what
context is necessary for the non-redacted part disclosed, and
what might be useless to the case. It should not come as a shock
to those involved in litigation, that parties may see the outcome
differently. Moreover, protective orders are available to shield
irrelevant, but important-to-keep-confidential information, and
unless the protective order permits partial redaction, a document
should be produced in its entirety.

2010 WL 1404722 (W.D.N.C. Mar. 30, 2010) (emphasis added) (citations omitted); see also

Evon v. Law Offices of Sidney Mickell, 2010 WL 455476, n.1 (E.D. Cal. Feb 3, 2010) (“The

court believes, however, that the better view is that where a Protective Order is in place, that

generally the Federal Rules provide no procedural device for unilateral redaction by a party

and it is a procedure that is not favored”); In re FedEx Ground Package System, Inc., 2007 WL

79312, *5 (N.D. Ill. Jan. 5, 2007) (compelling “versions of all documents already produced in

response to any request in unredacted form where such redactions were made on grounds that the

material is non-responsive or irrelevant”).

Verisign respectfully requests that the Court’s order include that Defendants not be

permitted to redact what they feel is unnecessary information.

VI. VERISIGN DISCHARGED ITS OBLIGATION TO MEET AND CONFER

Defendants again attempt to avoid the merits of the dispute by arguing that Verisign’s

counsel failed to adequately meet and confer. Contrary to this argument, the parties have had
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extensive discussions about Verisign’s request for the financial statements initially from the

accountant (who would have an additional professional duty to maintain them), and then from

Defendants. The subpoena to the accountant and the RFPs seek the same goal: production of the

financial documents, the parties have discussed this consistently for more than a month.

Defendants use the meet and confer objection as a tactic to run out the clock. Even

though Defendants filed a motion to block discovery of the financial records, they now claim

Verisign should have waited. Defendants know that two of Verisign’s experts cannot finish their

reports (yet another source that memorializes the dispute and the need for discovery), and that

discovery cuts off in 3 weeks.
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Two days later, Defendants filed a motion to quash the accountant subpoena on the basis

that the request for Defendants’ financial documents “impinged on [Defendants’] privacy

interests.” Defendants called the documents “confidential and highly-sensitive financial and

commercial information that has no bearing on the Action.” This Court has a copy of that

Motion at ECF 138-1, at 5, 12. Defendants’ assert: “On Thursday, June 11, 2015, counsel for

XYZ and Negari met and conferred with counsel for Verisign.” (emphasis added). The court in

California since bounced Defendants’ motion because they violated the Rules, and ordered them

to start over. Thus, that motion is languishing in no-man’s land—likely by design—and with no

possibility of resolution before the August 14 discovery cut-off. Weigand Decl. ¶ 14, Ex. I.

Verisign’s counsel also had a telephone call with defense counsel on July 7 and

memorialized it in an email dated July 9 (after defense counsel refused to respond to the call).

ECF 138-1, at 36. Verisign offered to withdraw the subpoena to the accountant if Defendants

would simply produce the same financial statements (and certify that they were the same).

Defendants never responded. Verisign’s counsel later got defense counsel on the phone but
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defense counsel would not commit to the proposal. Defendants acknowledge that “the parties

discussed how [in XYZ’s view] the subpoena was best addressed as a request for production.”

ECF 154 at 4.

VII. DEFENDANTS’ UNTIMELY OBJECTIONS ARE WAIVED

The Court should grant VeriSign, Inc. (“Verisign”)’s motion because Defendants did not

file objections “within fifteen (15) days” as required by Local Rule 26(c).

The Declaration of Kevin Weigand explains that Verisign did not receive Defendants’

objections when due on July 16, 2015. Weigand Decl. ¶ 4. Mr. Weigand emailed and called the

next day to ask about the objections. Id. at ¶¶ 6-7. Defendants claimed that they served timely

objections on July 16, 2015. Id. at ¶¶ 7, 9, 10. The record reveals otherwise:

• The postmark on Defendants’ objections is dated July 17, 2015 (Weigand Decl.

¶ 12);

• The electronic copies Defendants emailed on July 17, 2015 are dated July 17,

2015 (in both the signature and the certificate of service) (Weigand Decl. ¶ 10);

• XYZ’s opposition to this Motion repeatedly acknowledges service on July 17,

2015.1 ECF 152, at 3; ECF 154, at 3; ECF 155, at 1.

Federal Rule 33(b)(4) provides that “[a]ny ground that is not stated in a timely objection

is waived unless the court, for good cause, excuses the failure.” Fed. R. Civ. P. 33(b)(4)

(objections to interrogatories); see also Capetta v. GC Services Ltd Partnership, 2008 WL

5377934, at *2 (E.D. Va. Dec. 24, 2008); Mainstreet Collection, Inc. v. Kirkland’s, Inc., 270

1 It is disturbing that the document Verisign received in the mail was dated July 16, 2015. See
Weigand Decl. at Exhibit G. Defendants do not defend this date in their papers (instead
conceding that they served objections on July 17, 2015), and it is different from the postmark or
the date received in the electronic copies.

Case 1:14-cv-01749-CMH-MSN   Document 158   Filed 07/23/15   Page 11 of 14 PageID# 2370



10

F.R.D. 238, 240 (E.D.N.C. 2010) (noting the Rule 34 Advisory notes for objections to RFPs state

the “procedure in Rule 34 is essentially the same as that in Rule 33”). Here, Defendants fail to

demonstrate good cause to allow their late objections. Thus their objections are waived.

CONCLUSION

WHEREFORE, for the foregoing reasons, Verisign respectfully requests that the Court

enter an Order (a) striking Defendants’ Objection to RFP 28, 29, and 30; (b) compelling

complete and unredacted financial statements; and (c) setting a deadline for compliance so that

Verisign’s experts (Kindler and Berenhut) can review and supplement their reports in advance of

the August 14 discovery cut-off.
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Dated: July 23, 2015 Respectfully submitted,

/s/
Randall K. Miller (VSB No. 70672)
Nicholas M. DePalma (VSB No. 72886)
Kevin W. Weigand (VSB No. 81073)
Taylor S. Chapman (VSB No. 81968)
VENABLE LLP
8010 Towers Crescent Drive, Suite 300
Tysons Corner, VA 22182
Phone: (703) 905-1404
Facsimile: (703) 821-8949
rkmiller@venable.com
nmdepalma@venable.com
kwweigand@venable.com
tschapman@venable.com

Counsel to Plaintiff VeriSign, Inc.
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CERTIFICATE OF SERVICE

I hereby certify that on this 23rd day of July, 2015, I will electronically file the foregoing
with the Clerk of Court using the CM/ECF system, which will then send a notification of such
filing (NEF) to the following:

Timothy J. Battle
524 King Street
Alexandria, VA 22320-4593
(703) 836-1216 Tel
(703) 549-3335 Fax
Email: tjbattle@verizon.net

Derek A. Newman
Newman Du Wors, LLP
100 Wilshire Boulevard
Suite 940
Santa Monica, CA 90401
310.359.8188 Tel
310.359.8190 Fax
Email: dn@newmanlaw.com
Counsel to Defendants XYZ.COM, LLC and Daniel Negari

/s/
Randall K. Miller (VSB No. 70672)
Nicholas M. DePalma (VSB No. 72886)
Kevin W. Weigand (VSB No. 81073)
Taylor S. Chapman (VSB No. 81968)
VENABLE LLP
8010 Towers Crescent Drive, Suite 300
Tysons Corner, VA 22182
Phone: (703) 905-1404
Facsimile: (703) 821-8949
rkmiller@venable.com
nmdepalma@venable.com
kwweigand@venable.com
tschapman@venable.com

Counsel to Plaintiff VeriSign, Inc.

9937894
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